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Frequently Asked Questions About Medicaid
By Hannah Katch, Jesse Cross-Call, and Matt Broaddus
Recent proposals at the federal and state levels to radically restructure Medicaid raise questions
about how the program works and its current role for states, beneficiaries, and health care providers
and plans. This report addresses some of these
FIGURE 1
questions.1

How Efficient Is Medicaid?
Medicaid’s costs per beneficiary are
substantially lower than for private insurance
and have been growing more slowly than perbeneficiary costs under private employer
coverage.
Medicaid provides more comprehensive
benefits than private insurance at significantly
lower out-of-pocket cost to beneficiaries, but its
lower payment rates to health care providers and
lower administrative costs make the program
very efficient. It costs Medicaid much less than
private insurance to cover people of similar
health status. For example, adults on Medicaid
cost about 22 percent less than if they were
covered by private insurance, Urban Institute
research shows.2

See also Matt Broaddus and Edwin Park, “Ryan Poverty Report’s Criticism of Medicaid Misrepresents Research
Literature,” Center on Budget and Policy Priorities, March 31, 2014,
http://www.cbpp.org/cms/index.cfm?fa=view&id=4114.
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Over the past 30 years, Medicaid costs per
beneficiary have essentially tracked costs in the
health care system as a whole, public and
private. In fact, costs per beneficiary grew more
slowly for Medicaid than for private insurance
between 1987 and 2017, and are expected to
continue growing more slowly than for private
insurance in coming years, according to the
Medicaid and CHIP Payment and Access
Commission.3

FIGURE 2

Moreover, the Centers for Medicare &
Medicaid Services (CMS), which projected in
2010 — before enactment of the Affordable
Care Act (ACA) — that Medicaid spending
would total $794 billion by 2019, has lowered its
projection for 2019 by 21.5 percent to $623
billion, even with the ACA’s coverage
expansions. (See Figure 2.)

How Much Flexibility Do States Have
to Design Their Own Programs?
Medicaid gives states expansive flexibility to design their own programs — whom they cover,
what benefits they provide, and how they deliver health care services.
The federal government sets minimum standards, including specifying certain categories of people
that all states must cover and certain health coverage they must provide. Beyond that, states are free
to set their own rules. For example, states have broad flexibility to decide which “optional”
categories of low-income people to cover, and up to what income levels. As a result, Medicaid
eligibility varies substantially from state to state.
Medicaid benefit packages vary significantly by state as well. States have flexibility to determine
whether to cover services like dental and vision care for adults and can determine the amount,
duration, and scope of the services they provide.
States also have flexibility over how they deliver health care services. Many states rely heavily on
managed care plans to deliver care, while others use provider-sponsored organizations, health
homes, and accountable care organizations (groups of providers and other entities that partner to
provide a range of health care services in a coordinated way).4

Medicaid and CHIP Payment and Access Commission, “Report to Congress on Medicaid and CHIP,” June 2016,
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FIGURE 3

Medicaid is the primary payer for long-term services and supports, including nursing home care
and home health services, the need for which is expected to grow considerably as the population
ages.5 Using Medicaid’s flexibility — including a number of new state options created by the ACA
— states have greatly expanded home- and community-based services (HCBS) so more people with
long-term service and support needs can stay in their homes and communities rather than move to
nursing homes and other institutions. The share of Medicaid spending on long-term services and
supports going to HCBS rose from 18 percent to 57 percent between 1995 and 2016.6 (See Figure
3.)
States have taken advantage of Medicaid’s flexibility in other ways to improve beneficiary health
outcomes while lowering costs.7 For example, states are employing strategies to improve the delivery
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of care, particularly for beneficiaries with chronic conditions who use the most care.8 For example, a
Wisconsin hospital is testing a new way to integrate health services for Medicaid-eligible children
with complex medical needs, a rapidly growing group with high health care costs.9 An early
evaluation of Wisconsin’s model showed that inpatient hospital days and costs fell by more than 50
percent after children enrolled in the program.10
Similarly, Oregon has established, through a Medicaid waiver, a network of accountable care
organizations to integrate hospital-based services with primary care, behavioral health care, and
other social supports.11 Oregon has seen emergency department visits and preventable hospital
admissions fall significantly, while lowering its growth in Medicaid spending per beneficiary by two
percentage points below the levels projected without the waiver.12

Do Beneficiaries Have Adequate Access to Health Care?
Numerous studies show that Medicaid helps make millions of Americans healthier by improving
access to preventive and primary care and by protecting against (and providing care for) serious
diseases.
Notably, the ACA’s expansion of Medicaid to low-income adults prevents thousands of
premature deaths each year, a landmark study found.13 It saved the lives of at least 19,200 adults
aged 55 to 64 over the four-year period from 2014 to 2017. Conversely, 15,600 older adults died
prematurely because of some states’ decisions not to expand Medicaid. (See Figure 4.) The lifesaving
impacts of Medicaid expansion are large: an estimated 39 to 64 percent reduction in annual mortality
rates for older adults gaining coverage.14
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FIGURE 4

This new research is consistent with earlier studies finding that the ACA’s Medicaid expansion
improves the health and financial well-being of those who newly gain coverage.15 One recent study,
for example, found that expansion states had a lower mortality rate for near-elderly adults than nonexpansion states.16 Another study, comparing low-income adults in Arkansas and Kentucky (which
adopted the expansion) with similar adults in Texas (which has not expanded), found the expansion
has increased utilization of primary care and screenings and treatment for chronic conditions like
diabetes. It has also resulted in fewer skipped medications due to cost, lower out-of-pocket medical
spending, and improved overall health. (See Figure 5.) Moreover, the benefits of the Medicaid
expansion grew in its second year of implementation, the study found.17
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FIGURE 5

Another important study, of Oregon’s pre-ACA Medicaid expansion, found that people with
Medicaid were 40 percent less likely than similar people without coverage to have suffered a decline
in their health in the previous six months.18 They were also more likely to use preventive care (such
as cholesterol screenings), to have a regular office or clinic where they could receive primary care,
Amy Finkelstein et al., “The Oregon Health Insurance Experiment: Evidence from the First Year,” National Bureau of
Economic Research Working Paper 17190, July 2011, http://www.nber.org/papers/w17190. See also Judith Solomon,
“Does Medicaid Matter? New Study Shows How Much,” Center on Budget and Policy Priorities, July 7, 2011,
http://www.cbpp.org/blog/does-medicaid-matter-new-study-shows-how-much.
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and to receive diagnosis of and treatment for depression and diabetes.19 And they were 40 percent
less likely than those without insurance to go into medical debt or leave other bills unpaid in order
to cover medical expenses. In fact, the latest research from Oregon found that Medicaid coverage
“nearly eliminated catastrophic out-of-pocket medical expenditures.”20
Other pre-ACA expansions of Medicaid coverage for low-income adults, in Arizona, Maine, and
New York, reduced mortality by 6.1 percent, research published in the New England Journal of
Medicine reported.21
Urban Institute researchers also have found that Medicaid provides beneficiaries with access to
health care services that is comparable to — but less costly on an out-of-pocket basis than — what
they would receive through employer-sponsored insurance. If these beneficiaries were uninsured,
they would be significantly less likely to have a usual source of care and more likely to forgo needed
health care services.22
The Medicaid and CHIP Payment Access Commission also finds that access to health care is
significantly better among non-elderly adult Medicaid beneficiaries than among the uninsured. Some
85 percent of non-elderly adult Medicaid beneficiaries have a regular source of care, nearly twice the
figure for non-elderly adults without coverage. Similarly, Medicaid beneficiaries are much more likely
to visit a primary care physician, to visit a specialist, and to have a routine check-up.23
Surveys have found that Medicaid enrollees are largely satisfied with their access to care. Eightyeight percent of Medicaid enrollees reported being somewhat or very satisfied with their doctor, and
91 percent report having a regular source of care.24 Medicaid enrollees are also less likely to have
trouble paying medical bills or skip needed care due to cost than people with private coverage —
even though most Medicaid beneficiaries have low incomes.25
Finally, obtaining access to health care through Medicaid offers long-term benefits. For example,
for black children, Medicaid eligibility during early childhood reduced mortality rates in their later
Katherine Baicker et al., “The Oregon Experiment — Effects of Medicaid on Clinical Outcomes,” New England Journal
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teenage years by 13 to 20 percent, research from University of Chicago analysts finds.26 In addition,
black individuals eligible for Medicaid for more of their childhood have fewer hospitalizations and
emergency room visits as adults. And children eligible for Medicaid for more of their childhood earn
more as adults and are more likely to attend and complete college.27

How Does Medicaid Affect Work Incentives?
Medicaid supports work, evidence shows.28 Most Medicaid beneficiaries who can work do so:
two-thirds of non-elderly adults enrolled in Medicaid who don’t receive federal disability benefits
live in a family with at least one worker.29 Moreover, one recent study found that people in states
with more generous Medicaid eligibility levels and benefits are more likely to leave a job for another
position with greater growth potential.30 This research suggests that comprehensive Medicaid
coverage can support work and help beneficiaries take advantage of promising job opportunities
without worrying about losing their coverage.
In 2018, the Trump Administration began encouraging states to take Medicaid coverage away
from people who are not working or participating in work-related activities for a specified number
of hours each month.31 In Arkansas, the first state to implement such a policy, more than 18,000
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Eligibility,” National Bureau of Economic Research Working Paper 18309, August 2012,
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individuals lost coverage in the first seven
months,32 before a federal court blocked the
policy.33 Researchers found no significant
increases in employment, number of hours
worked, or overall rates of community
engagement activities among those subject to
the work requirement.34

FIGURE 6

In contrast, studies conducted in
Michigan and Ohio show that
Medicaid expansion enrollees with jobs said
Medicaid coverage made it easier for them to
maintain employment, while those without jobs
said coverage made it easier for them to look for
employment.35 (See Figure 6.) “[N]o studies
have found negative effects of expansion” on
employment or employee behavior, according to
a comprehensive literature review by the Kaiser
Family Foundation.36
In fact, the Medicaid expansion significantly
reduces work disincentives among working-poor
parents. Before it took effect in 2014, Medicaid
eligibility for working parents cut off at just 61
percent of the poverty line in the typical state, or

Benjamin Sommers et al., “Medicaid Work Requirements — Results from the First Year in Arkansas,” New England
Journal of Medicine, June 2019, https://www.nejm.org/doi/full/10.1056/NEJMsr1901772.
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roughly $13,000 for a family of three in 2019.37 As a result, a poor parent would lose Medicaid if she
worked more hours or took a higher-paying job, though her children would still be eligible for
Medicaid or the Children’s Health Insurance Program (CHIP). She could receive transitional
Medicaid for a limited time but would likely end up uninsured if her employer didn’t offer job-based
coverage (most very low-wage jobs don’t come with health coverage) or she couldn’t afford it.
Now, in the 33 states and the District of Columbia that have expanded Medicaid under the ACA,
the Medicaid eligibility limit for working parents is 138 percent of the poverty line, about $17,200
for an individual and $29,400 for a family of three in 2019. If a family’s income rises above this level,
the working parent can get subsidized coverage through the health insurance marketplaces.
Thus, the Medicaid expansion enables tens of millions of working parents to seek higher wages or
to work more hours without forgoing health coverage. As a Congressional Budget Office report
states, “some people who would have been eligible for Medicaid under prior law — in particular,
working parents with very low income — will work more” due to the expansion.38
Two recent studies comparing changes in the labor market participation of low-income adults in
expansion and non-expansion states show that the expansion has not reduced work among those
newly eligible. One found that low-income workers in expansion states did not lose jobs, switch
jobs, or change from full- to part-time work more frequently than low-income workers in nonexpansion states.39 The other found that the Medicaid expansion did not meaningfully affect the
incidence of job loss, number of hours usually worked, or probability of working more than 30
hours.40

How Does the ACA’s Medicaid Expansion Affect State Budgets?
Under the ACA, the federal government paid 100 percent of the cost of Medicaid expansion
coverage from 2014 to 2016. The federal share then dropped gradually to 93 percent in 2019 and
will settle at 90 percent in 2020 and each year thereafter. By comparison, the federal government
pays between 50 and 76 percent of the cost of other Medicaid enrollees, depending on the state.
Many states and independent analyses have found that the Medicaid expansion has not only
helped more than 12 million low-income people gain health coverage but also produced net savings

Martha Heberlein et al., “Getting Into Gear for 2014: Findings from a 50-State Survey of Eligibility, Enrollment,
Renewal, and Cost-Sharing Policies in Medicaid and CHIP, 2012-2013,” Kaiser Family Foundation, January 2013,
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for state budgets.41 It has done so by allowing states to move people who previously received health
services through targeted Medicaid programs financed at the state’s regular match rate, such as
family-planning services and care for certain women with breast and cervical cancer, into the new
expansion group, for which the federal government pays nearly all of the cost. And as more lowincome uninsured residents have gained coverage, demand for entirely state-funded services that
serve the uninsured has declined, such as funding for hospitals’ uncompensated care costs and for
mental health services. States like Arkansas, Colorado, Michigan, and Virginia expect the expansion
to produce net budgetary savings in the coming years even though states have had to pay a modest
share of the expansion costs since 2017.
Despite this evidence, critics of Medicaid expansion have claimed that expansion has financially
harmed states because some states underestimated the number of people who would enroll. This
argument doesn’t hold up under scrutiny. As a review of studies on the cost of expansion concluded,
“[c]laims that the costs of Medicaid expansion have far exceeded expectations are overstated,
misleading, and substantially inaccurate, based on a review of the credible evidence from either
academic or government sources.”42

Does Medicaid Primarily Cover
People Who Otherwise Would
Have Private Coverage?

FIGURE 7

The overwhelming majority of people who
get coverage under the ACA’s Medicaid
expansion are low-income individuals who
would otherwise be uninsured. Many work in
low-wage jobs for small firms or service
industries that typically don’t offer health
insurance. And unsubsidized coverage in the
individual insurance market would be
unaffordable for most of those eligible for
the Medicaid expansion.
• Some 79 percent of workers earning

less than 138 percent of the poverty
line — the limit to qualify for
Medicaid under the expansion — do
not get coverage through their
employer. (See Figure 7.)

• The median annual cost of single

coverage in the pre-ACA individual
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market, including premiums and out-of-pocket costs, would have consumed more than onethird of the total income of a family of three at the poverty line, making such coverage essentially
unaffordable.
A study by Urban Institute researchers finds that from 2013 to 2017 (as expansion took effect),
the share of non-elderly low-income workers with Medicaid or other public coverage increased by
20.5 percentage points in expansion states, while the share with employer-sponsored coverage
remained unchanged. The uninsured rate fell by 22.7 percentage points, reflecting the large increase
in Medicaid coverage and a small increase in the share with individual market coverage, presumably
through the ACA marketplaces. The study also finds no change in employers offering coverage to
low-income workers.43

What Share of Eligible People Participate in Medicaid?
Medicaid participation is quite high, particularly among children in states that have made
concerted efforts to simplify and streamline their enrollment processes. For example, prior to the
Medicaid expansion, some 68 percent of low-income adults with children who are eligible for
Medicaid were enrolled, according to the Urban Institute,44 a relatively strong rate compared to some
other programs.45 And 12.4 million low-income adults newly eligible under the Medicaid expansion
had enrolled by the third quarter of 2017, along with another 4.6 million individuals who were
previously eligible but unenrolled and enrolled due to the Medicaid expansion.46
In addition, nearly 94 percent of eligible children participated in Medicaid or CHIP in 2016,
according to the Urban Institute.47 That is an exceedingly high rate for a means-tested program; in a
number of states, children’s Medicaid participation matches or exceeds the participation rates for
universal social insurance programs like Medicare Part B.48 Since CHIP’s enactment in 1997, states
have taken a number of steps to boost Medicaid and CHIP enrollment among eligible children, such
as streamlining application procedures. The ACA requires states to take additional steps to increase
the percentage of eligible children enrolling.
Focus groups with low-income, uninsured adults that the Kaiser Family Foundation conducted
also bear on this issue. They found no evidence that Medicaid carries a “stigma” that discourages
Adele Shartzer, Fredric Blavin, and John Holahan, “Employer-Sponsored Insurance Stable For Low-Income Workers
In Medicaid Expansion States,” Health Affairs, Vol. 37, No. 4, April 2018,
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43

Jennifer Haley et al., “Uninsurance and Medicaid/CHIP Participation among Children and Parents,” Urban Institute,
September 2018,
https://www.urban.org/sites/default/files/publication/99058/uninsurance_and_medicaidchip_participation_among_c
hildren_and_parents_updated_1.pdf.
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Programs,” American Journal of Public Health, January 2003,
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eligible people from enrolling. To the contrary, adults in Nevada, Texas, Florida, and Ohio — all
states with very limited Medicaid eligibility before the ACA — said they were eager to enroll in
Medicaid. While they wished their financial circumstances were better, they wanted affordable
coverage and often couldn’t get it from their employers. Furthermore, focus group members with
previous experience with Medicaid (often because their children were eligible) spoke favorably of it
as affordable and covering a broad set of services and medications.49

Kaiser Family Foundation, “Faces of the Medicaid Expansion: Experiences of Uninsured Adults Who Could Gain
Coverage,” November 2012, https://www.kff.org/health-reform/issue-brief/faces-of-the-medicaid-expansionexperiences-and/.
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